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General Assembly File No. 90

January Session, 2003 Substitute Senate Bill No. 1034

Senate, March 31, 2003

The Committee on Program Review and Investigations
reported through SEN. CRISCO of the 17th Dist., Chairperson
of the Committee on the part of the Senate, that the substitute
bill ought to pass.

AN ACT CONCERNING REGIONAL SCHOOL DISTRICT

GOVERNANCE.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:
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Section 1. (NEW) (Effective July 1, 2003) (a) (1) Any town that is a
member of a regional school district may, pursuant to a vote of its
legislative body, petition the regional board of education to hold a
public district meeting concerning the establishment of a regional
board of finance to oversee the regional school district budget process.
Such meeting shall be held not later than thirty days after receipt of the
petition, at which all persons wishing to speak about the possible
establishment of the regional board of finance shall be heard. Not later
than thirty days after such meeting, the board shall set the date on
which referenda shall be held simultaneously in each of the member
towns. Such referenda shall be held not earlier than forty-five days
from the date of the petition and not later than seventy-five days from
the date of such petition. The regional board of education shall
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immediately notify the town clerk of each member town of the date on
which referenda shall be held. Upon receipt of such notice, each town
clerk shall immediately file in the office of the Secretary of the State a
statement setting forth (A) the question, stated pursuant to the
provisions of subdivision (2) of this subsection, to appear on the voting
machine ballot labels at the referenda, (B) the date upon which the
submitting action was taken, and (C) the reference to law under which
the action was taken. The warning of such referenda shall be
published, the vote taken and the results of the vote canvassed and
declared in the same manner as is provided for the election of officers

of a town.

(2) The vote on the question shall be taken by a "yes" and "no" vote
on the voting machine and the designation of the question on the
voting machine ballot label shall be "Shall a regional board of finance
be established on .... (date)?" and the label used shall conform with the
provisions of section 9-250 of the general statutes. Such date of
establishment shall be no later than ten days after the date of the
referenda. If the majority of the votes in each of the member towns is

affirmative, a regional board of finance shall be established.

(3) A certificate of the results of such vote shall be recorded in the
office of the clerk of each member town and a certified copy thereof
shall be filed by such clerks in the office of the Secretary of the State,
who shall record the same. All rights and powers conferred and duties
and obligations imposed by this section, subsection (c) of section 7-392
of the general statutes, as amended by this act, section 10-51 of the
general statutes, as amended by this act, and sections 4 and 6 of this act
upon said boards shall be held to be conferred or imposed upon each
regional board of finance as soon as it is established under the
provisions of this section. Member towns of a regional school district
may by majority vote abolish the regional board of finance after the

expiration of two years from the date of its establishment.

(4) No regional board of education may be petitioned for the

establishment of a regional board of finance pursuant to subdivision

sSB1034 / File No. 90 2
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(1) of this subsection more than once annually.

(b) (1) Not later than ten days after such affirmative vote pursuant
to subsection (a) of this section, members to the regional board of
finance shall be appointed by the board of finance of each member
town having a board of finance or other fiscal authority of each
member town of the regional school district to serve a term of two
years from the date of such appointment, unless such member's term
to the local board of finance or other fiscal authority expires prior to
the end of such two-year term. Such appointment shall be from among
members of the local board of finance or other fiscal authority and
shall coincide with the term of the appointed member to such local
board of finance or fiscal authority. Each member town shall appoint
the same number of members to said board as the other member towns
of the district. The voting power of the members from each town on
said board shall be weighted in the proportion, within permissible
deviant limits consistent with federal constitutional standards, that the
population of each town bears to the population of the entire regional
school district as determined by subsection (b) of section 10-63s of the
general statutes and shall be subject to the reapportionment provisions

of sections 10-63j to 10-63t, inclusive, of the general statutes.

(2) Membership of a regional board of finance shall be structured as
follows: (A) For a regional school district with two member towns, said
board shall be composed of six members, three from each town, of
whom one from each town shall be of the minority party; (B) for a
regional school district with three member towns, said board shall be
composed of nine members, three from each town, of whom one from
each town shall be of the minority party; (C) for a regional school
district with four member towns, said board shall be composed of
twelve members, three from each town, of whom one from each town
shall be of the minority party; and (D) for a regional school district
with six member towns, said board shall be composed of twelve
members, two from each town, of whom one from each town shall be
of the minority party.

sSB1034 / File No. 90 3
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(3) For the purposes of this section, a person shall be deemed to be a
member of the political party on whose enrollment list such person's
name appears on the date of such person's appointment to a regional
board of finance established pursuant to subsection (a) of this section,
provided any person who has applied for erasure or transfer of such
person's name from an enrollment list shall be considered a member of
the party from whose list such person has so applied for erasure or
transfer for a period of three months from the date of the filing of such

application.

(c) In case of a vacancy in the membership of the regional board of
finance, unless otherwise provided by charter or special act, the
original appointing authority pursuant to subsection (b) of this section
shall appoint a successor, in the same manner as the original
appointment pursuant to subsection (b) of this section, who shall fill

the vacancy for the unexpired portion of the term.

(d) Any member town of a regional school district with a regional
board of finance established pursuant to subsection (a) of this section
shall have the power to provide by ordinance for the appointment of
not more than three alternate members to its regional board of finance,
subject to the provisions of subsection (b) of this section concerning
representation of political parties. Such alternate members shall, when
seated as provided in this section, have all the powers and duties set
forth in this section, subsection (c) of section 7-392 of the general
statutes, as amended by this act, section 10-51 of the general statutes,
as amended by this act, and sections 4 and 6 of this act relating to such
town for said board and its members. Such alternate members shall be
electors and taxpayers of such town. If a regular member of such board
is absent or is disqualified, such absent or disqualified member shall
designate an alternate to act for such regular member. In the event that
an absent or disqualified regular member fails or refuses to designate
an alternate to act for such regular member, the majority of the regular
members of the local board of finance or other fiscal authority not
absent and not disqualified may designate an alternate subject to the

provisions of subsection (b) of this section, to act for such absent or
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disqualified regular member.

(e) The members of the regional board of finance shall be sworn to a
faithful performance of their duties. No member shall receive
compensation for the members services as such, but the necessary
expenses of the board, when approved, shall be paid by the member

towns.

(f) The members of the regional board of finance shall choose one of
its members to be chairperson of said board and shall choose a clerk. If
such officers are not chosen within one month after the appointment of
the board because of a tie vote of the members, the boards of selectmen
or chief executive authorities of the member towns of the regional
school district that the board oversees shall choose such officers from
the membership of the board. At all meetings of the board, two-thirds
of the members of the board shall constitute a quorum and the
concurrence of votes of one-half of the members of the board shall be
necessary for the transaction of business. The board may hold such
regular and special meetings as may be advisable at any time upon
giving at least twenty-four hours' notice to each member before the
time of such meeting. The clerk shall cause to be prepared and filed
with the town clerk of each member town a copy of the minutes and
records of each meeting held, within two weeks from the date of such

meeting.

Sec. 2. Section 7-405 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2003):

(@) When annual appropriations have not been made by a
municipality before the beginning of any fiscal year, the disbursing
officers may make necessary expenditures during the period of ninety
days after the beginning of such year on proper warrants for purposes
and in amounts authorized by the appropriating body or by the board
of finance or other budget-making authority. When annual
appropriations have not been made by such municipality before the
end of such ninety-day period, the disbursing officers may make

necessary expenditures during successive monthly periods in such

sSB1034 / File No. 90 5
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year on proper warrants for purposes and in amounts authorized by
the appropriating body or by the board of finance or other budget-
making authority within the limits of appropriations specified in
budgetary line items for the previous fiscal year. For this purpose,
necessary borrowing may be authorized by resolution of the budget-
making authority, provided all such borrowing shall mature and be
payable not later than the end of the fiscal year for which such
borrowings are made. Any notes so authorized may be issued and sold
in the manner provided by such resolution. Such expenditures
authorized by this section and interest costs and other expenses
incidental to any such borrowing shall constitute the first charges

against appropriations for the fiscal year in which they are made.

(b) Notwithstanding the provisions of subsection (a) of this section,

when an annual budget of a regional school district is not approved by

a majority of voters of the member towns of such district before the

beginning of any fiscal vear, the disbursing officer for each member

town of the regional school district shall make expenditures to such

district in an amount equal to or greater than the town's appropriation

to the district for the previous fiscal year until the regional school

district budget is approved pursuant to section 10-51, as amended by

this act.

Sec. 3. Section 10-51 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2003):

(@) The fiscal year of a regional school district shall be July first to

June thirtieth. The approval process of a regional school district budget

is as follows:

[Except] (1) For any regional school district that has not established

a regional board of finance pursuant to section 1 of this act, except as

otherwise provided in this subsection, not less than two weeks before

the annual meeting held pursuant to section 10-47, as amended by this

act, the regional board of education shall hold a public district meeting
to present a proposed budget for the next fiscal year. Any person may

recommend the inclusion or deletion of expenditures at such time.

sSB1034 / File No. 90 6
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After the public hearing, the regional board of education shall prepare
an annual budget for the next fiscal year, make available on request
copies thereof and deliver a reasonable number to the town clerk of
each of the towns in the district at least five days before the annual
meeting. At the annual meeting on the first Monday in May, the
regional board of education shall present a budget which includes a
statement of [(1)] (A) estimated receipts and expenditures for the next
fiscal year, [(2)] (B) estimated receipts and expenditures for the current
fiscal year, [(3)] (C) estimated surplus or deficit in operating funds at
the end of the current fiscal year, [(4)] (D) bonded or other debt, [(5)]
(E) estimated per pupil expenditure for the current and for the next
fiscal year, and [(6)] (F) such other information as is necessary in the
opinion of the board. Persons present and eligible to vote under
section 7-6 may accept or reject the proposed budget except as
provided below. No person who is eligible to vote in more than one
town in the regional school district is eligible to cast more than one
vote on any issue considered at a regional school district meeting or
referendum held pursuant to this section. Any person who violates
this section by fraudulently casting more than one vote or ballot per
issue shall be fined not less than three hundred dollars or more than
five hundred dollars and shall be imprisoned not less than one year or
more than two years and shall be disenfranchised. The regional board
of education may, in the call to the meeting, designate that the vote on
the motion to adopt the budget shall be by paper ballots at the district
meeting held on the budget or by a "yes" or "no" vote on the voting
machines in each of the member towns on the day following the
district meeting. If submitted to a vote by voting machine, questions
may be included on the ballot for persons voting "no" to indicate
whether the budget is too high or too low, provided the vote on such
questions shall be for advisory purposes only and not binding upon
the board. Two hundred or more persons qualified to vote in any
regional district meeting called to adopt a budget may petition the
regional board, in writing, at least three days prior to such meeting,
requesting that any item or items on the call of such meeting be

submitted to the persons qualified to vote in the meeting for a vote by

sSB1034 / File No. 90 7
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paper ballot or on the voting machines in each of the member towns on
the day following the district meeting and in accordance with the
appropriate procedures provided in section 7-7. If a majority of such
persons voting reject the budget, the board shall, within four weeks
thereafter and upon notice of not less than one week, call a district
meeting to consider the same or an amended budget. Such meetings
shall be convened at such intervals until a budget is approved. If the

budget is not approved before the beginning of a fiscal year, member

towns shall make expenditures to the district in an amount equal to or

oreater than the town's appropriation to the district for the previous

fiscal vear pursuant to section 7-405, as amended by this act, until the

budget is approved. After the budget is approved, the regional board

of education shall estimate the share of the net expenses to be paid by
each member town in accordance with subsection (b) of this section
and notify the treasurer thereof. With respect to adoption of a budget
for the period from the organization of the board to the beginning of
the first full fiscal year, the board may use [the above] such procedure
at any time within such period. If the board needs to submit a

supplementary budget, the general procedure specified in this section
shall be used.

(2) For any regional school district that has established a regional

board of finance pursuant to section 1 of this act, except as otherwise

provided in this subsection, not less than two weeks before the annual

meeting held pursuant to section 10-47, as amended by this act, the

regional board of finance shall hold a public district meeting at which

itemized estimates of the expenditures of the regional board of

education for the ensuing fiscal yvear shall be presented and at which

all persons shall be heard in regard to any appropriation which they

are desirous that the regional board of finance should recommend or

reject. The regional board of finance shall, after such public hearing,

hold a public meeting at which it shall consider the estimates so

presented and any other matters brought to its attention and shall

prepare and cause to be published in a newspaper in the member

towns of such regional school district, if any, otherwise in a newspaper

having a substantial circulation in such towns, a report of a proposed

sSB1034 / File No. 90 8
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budget for the next fiscal vear. The regional board of finance shall

make available, on request, copies of the proposed budget and deliver

a reasonable number to the town clerk of each of the member towns of

the district at least five days before the annual meeting. At the annual

meeting on the first Monday or first Tuesday in May, the regional

board of finance shall present an aggregate budget which includes a

statement of (A) estimated receipts and expenditures for the next fiscal

yvear, (B) estimated receipts and expenditures for the current fiscal

year, (C) estimated surplus or deficit in operating funds at the end of

the current fiscal vear, (D) bonded or other debt, (E) estimated per

pupil expenditure for the current and for the next fiscal year, and (F)

such other information as is necessary in the opinion of the board.

Persons present and eligible to vote under section 7-6 may accept or

reject the proposed budget except as provided in this subdivision. No

person who is eligible to vote in more than one town in the regional

school district is eligible to cast more than one vote on any issue

considered at a regional school district meeting or referendum held

pursuant to this section. Anvy person who violates this section by

fraudulently casting more than one vote or ballot per issue shall be

fined not less than three hundred dollars nor more than five hundred

dollars and shall be imprisoned not less than one year nor more than

two vears and shall be disenfranchised. The regional board of finance

may, in the call to the meeting, designate that the vote on the motion to
adopt the budget shall be by paper ballots at the district meeting held

on the budget or by a "ves" or "no" vote on the voting machines in each

of the member towns on the day following the district meeting. If

submitted to a vote by voting machine, questions may be included on

the ballot for persons voting "no" to indicate whether the budget is too

high or too low, provided the vote on such questions shall be for

advisory purposes only and not binding upon the board. Two hundred

or more persons qualified to vote in any regional district meeting

called to adopt a budget may petition the regional board of finance, in

writing, at least three days prior to such meeting, requesting that any

item or items on the call of such meeting be submitted to the persons

qualified to vote in the meeting for a vote by paper ballot or on the

sSB1034 / File No. 90 9
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voting machines in each of the member towns on the day following the

district meeting and in accordance with the appropriate procedures

provided in section 7-7. If a majority of such persons voting reject the

budget, the regional board of finance shall, within four weeks

thereafter and upon notice of not less than one week, call a meeting to

consider the same or an amended budget. Such meetings shall be

convened at such intervals until a budget is approved. If the budget is

not approved before the beginning of a fiscal year, member towns shall

make expenditures to the district in an amount equal to or greater than

the town's appropriation to the district for the previous fiscal year

pursuant to section 7-405, as amended by this act, until the budget is

approved. After the budget is approved, the regional board of finance

shall estimate the share of the net expenses to be paid by each member

town in accordance with subsection (b) of this section and notify the

treasurer of such estimate. With respect to adoption of a budget for the

period from the organization of the regional board of finance to the

beginning of the first full fiscal vear, the regional board of finance may

use such procedure at any time within such period. If the regional

board of finance needs to submit a supplementary budget, the general

procedure specified in this section shall be used. Nothing in this

subsection shall be construed as authorizing the regional board of

finance to make line-item changes to the budget.

(b) For the purposes of this section, "net expenses" means estimated
expenditures, including estimated capital expenditures, less estimated
receipts as presented in a regional school district budget. On the date

or dates fixed by the [board] regional board of education, each town in

the district shall pay a share of the cost of capital outlay, including
costs for school building projects under chapter 173, and current
expenditures necessary for the operation of the district. The [board]

regional board of education shall determine the amount to be paid by

each member town. Such amount shall bear the same ratio to the net
expenses of the district as the number of pupils resident in such town
in average daily membership in the regional school district during the
preceding school year bears to the total number of such pupils in all

the member towns, provided that the [board] regional board of

sSB1034 / File No. 90 10
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education may recalculate such amount based on the number of pupils
in average daily membership in the regional school district for the
current school year and may adjust each member town's payment to
the regional school district for the following fiscal year by the
difference between the last such payment and the recalculated amount.
Until the regional school district has been in operation for one year,
such amounts shall be based on the average daily membership of
pupils in like grades from each of such towns at any school at which
children were in attendance at the expense of such towns during the

preceding school year.

(c) The [board] regional board of education shall deposit or invest

temporarily any funds which are not needed immediately for the
operation of the school district as permitted in section 7-400 or 7-402.
Any income derived from such deposits or investments shall be used

at least semiannually to reduce the net expenses. The [board] regional

board of education shall use any budget appropriation which has not
been expended by the end of the fiscal year to reduce the net expenses
of the district for the following fiscal year. The [board] regional board

of education may borrow funds temporarily and issue notes or other
obligations, and pay interest thereon, in anticipation of payments to be
made to it by a member town or the state, for the operation of its
schools. Such notes or obligations shall be authorized by resolution of

the [board] regional board of education, and shall be general

obligations of the regional school district and its member towns. The
date, maturity, interest rate, form, manner of sale and other terms of
such notes or other obligations shall be determined by the [board]

regional board of education or any officer or body to whom the [board]

regional board of education delegates authority to make such

determinations. Such notes may be renewed from time to time,
provided all such notes shall mature and be payable no later than the
end of the fiscal year during which such member town or state

payments are payable.

(d) Upon the recommendation and the approval of a majority of

members on the [board, a] regional board of education, such board

sSB1034 / File No. 90 11
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may create a reserve fund to finance a specific capital improvement or
the acquisition of any specific piece of equipment. Such fund shall
thereafter be termed "reserve fund for specific capital improvements or
equipment purchases". No annual appropriation to such fund shall
exceed one per cent of the annual district budget. Appropriations to
such fund shall be included in the share of net expenses to be paid by

each member town. The [board] regional board of education shall

annually submit a complete and detailed report of the condition of

such fund to the member towns, or the regional board of finance, if

applicable.

(e) The amount of expenditures by the regional board of education

shall not exceed more than one-quarter of one per cent of the district's

budget unless approved by a majority of voters of the member towns.

Sec. 4. (NEW) (Effective July 1, 2003) (a) Each regional board of
education shall prepare an itemized estimate of the cost of
maintenance of public schools for the ensuing year and shall submit
such estimate to the regional board of finance in each district having
such a board not later than two months preceding the annual meeting
of the regional board of finance. The money appropriated by any
member town of a regional school district for the maintenance of
public schools shall be expended by and in the discretion of the
regional board of education. Except as provided in this subsection, any
such regional board of education may transfer any unexpended or
uncontracted-for portion of any appropriation for school purposes to
any other item of such itemized estimate, provided at the time of such
transfer the regional board of education shall report, as part of the
public record, a detailed written statement for each such transfer
including, but not limited to, (1) the reason for the transfer, (2) an
identification of the line item account and the dollar amount that funds
are being transferred from and to, (3) the intended use of the funds if
the transfer is approved, and (4) the fiscal impact on the line item
account that funds are being transferred from. Regional boards of
education may, by adopting policies and procedures, authorize

designated personnel to make limited transfers under emergency

sSB1034 / File No. 90 12
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circumstances if the urgent need for the transfer prevents the regional
board of education from meeting in a timely fashion to consider such
transfer. All transfers made in such instances shall be announced at the
next regularly scheduled meeting of the regional board of education.
Expenditures by the regional board of education shall not exceed the
appropriation made by the member towns, with such money as may
be received from other sources for school purposes except as provided
for by subsection (e) of section 10-51 of the general statutes, as
amended by this act. The annual report of the regional board of
education shall, in accordance with subsection (b) of this section,
include a summary showing (A) the total cost of the maintenance of
schools, (B) the amount received from the state and other sources for
the maintenance of schools, (C) the net cost to the municipality of the
maintenance of schools, and (D) the reason for any transfer of funds
made pursuant to this subsection, including the identification of the
line item account and dollar amount that funds are being transferred to
and from, the identified use of the funds if the transfer is approved,
and the fiscal impact on the line item account that funds are being
transferred from. At the end of each fiscal year, the regional board of
education shall summarize the number and types of fiscal transfers
made, the aggregate amount transferred to and from each account and
the impact of such transfers. For purposes of this subsection, "meeting"

means a meeting, as defined in section 1-200 of the general statutes.

(b) The secretary of the regional board of education shall keep a
record of all its proceedings in a book which such secretary shall
provide for that purpose at the expense of the member towns and shall
submit to the member towns at such towns' annual meetings a report
of the actions of the regional board of education. The report of the
secretary and of the superintendent of schools shall be printed with the
reports of the member towns' officers. The superintendent of schools
shall report to the Commissioner of Education such returns and
statistics respecting the schools of the regional school district as the

commissioner requests.

Sec. 5. Section 10-47 of the general statutes is repealed and the

sSB1034 / File No. 90 13
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following is substituted in lieu thereof (Effective July 1, 2003):

Regional boards of education shall have all the powers and duties
conferred upon boards of education by the general statutes not
inconsistent with the provisions of this part. Such boards may
purchase, lease or rent property for school purposes and, as part of the
purchase price may assume and agree to pay any bonds or other
capital indebtedness issued by a town for any land and buildings so
purchased; shall perform all acts required to implement the plan of the
committee for the transfer of property from the participating towns to
the regional school district and may build, add to or equip schools for
the benefit of the towns comprising the district. Such boards may
receive gifts of real and personal property for the purposes of the

regional school districts. [The] In a district without a regional board of

finance, the regional [school district] board of education's annual

meeting [shall be the district meeting] at which the annual budget is
tirst presented for adoption [and] shall be held the first Monday or the
first Tuesday in May. [The boards] In a district with a regional board of

finance, the regional school district annual meeting at which the

budget is presented for adoption shall be held the first Monday or first

Tuesday in May. Regional boards of education may convene special

district meetings when they deem it necessary. District meetings shall
be warned and conducted in the same manner as are town meetings.
For such purposes, the chairperson of the board shall have the duties
of the board of selectmen and the secretary shall have the duties of the
town clerk.

Sec. 6. (NEW) (Effective July 1, 2003) All reports or returns, in any
respect concerning regional school board finances or the reception or
disbursement of public funds, made by treasurers of regional boards of
education, regularly in the line of their respective official duties, to any
body, meeting or committee acting in a public capacity, shall be
verified by the oath of the person making the same. Any person who
so verifies any return or report, known to such person to be false in
fact, or which in any material respect intentionally suppresses or
conceals the truth, shall be subject to the penalty provided for false
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statement.

Sec. 7. Subsection (a) of section 10-47b of the general statutes is
repealed and the following is substituted in lieu thereof (Effective July
1, 2003):

(a) Except as provided in subsection (b) of this section, any regional
board of education [in a school district which does not include all
elementary and secondary school grades] may recommend a study of
the advisability of the addition to or withdrawal of grades from the
regional school district or, upon the request of two or more of the town
boards of education of the member towns, shall recommend such a
study to the chairmen of the town boards of education and chairmen
of the boards of finance or other such fiscal authorities in each town
affected. Within thirty days of receipt of such recommendation, such
chairmen shall each appoint one of the members of their boards and
the chairman of the regional board of education shall appoint one
member of the regional board from each member town to a study
committee. The Commissioner of Education shall appoint a consultant
to the study committee. The study committee shall proceed in the same
manner as the temporary regional school study committee except that
the expenses of the committee shall be borne by the regional school
district and shall not exceed three dollars times the number of pupils
in average daily membership of such town and regional school
districts, as defined in section 10-261, and the committee shall submit
its report to the participating towns no later than one year from the
date of its organizational meeting. If the committee recommends a
plan for addition to or withdrawal of grades from the regional school
district and the referenda held in the manner provided in section 10-45
result in an affirmative vote in the regional school district as a whole,

the participating towns shall implement the plan.

Sec. 8. (NEW) (Effective July 1, 2003) The State Board of Education
shall periodically perform quality reviews of selected audits of
regional school districts conducted pursuant to chapters 55b and 111 of

the general statutes. Such reviews shall include, but not be limited to,
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an examination of the audit firm's system of quality control for its
auditing practice to determine whether such system was designed in
accordance with standards set forth by sections 7-394a and 4-233 of the
general statutes and whether the firm complied with its quality control

policies and procedures.

Sec. 9. Section 7-395 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2003):

The secretary, or the State Board of Education in the case of a

regional school district, shall review each audit report filed with said

secretary or the State Board of Education, if applicable, as provided in

section 7-393, except said secretary or the State Board of Education, if

applicable, shall review the audit reports on each audited agency
biennially and may review the audit reports on any municipality or
regional school district biennially, provided such secretary shall, or the

State Board of Education, if applicable, in any year in which [he] such

secretary or the State Board of Education, if applicable, does not

review the report of any such municipality or regional school district,
review the comments and recommendations of the independent
auditor who made such audit. If, upon such review of the audit report,

evidence of fraud or embezzlement is found, [he] such secretary or the

State Board of Education, if applicable, shall report such information to

the state's attorney for the judicial district in which such municipality,
regional school district or audited agency is located. If, in the review of

such audit report said secretary or the State Board of Education, if

applicable, finds that such audit has not been prepared in compliance
with the provisions of subsection (a) of section 7-394a, or said secretary

or the State Board of Education, if applicable, finds evidence of any

unsound or irregular financial practice in relation to commonly

accepted standards in municipal finance, said secretary or the State

Board of Education, if applicable, shall prepare a report concerning
such finding, including necessary details for proper evaluation of such
finding and recommendations for corrective action and shall refer such
report to the Municipal Finance Advisory Commission established
under section 7-394b. A copy of such report shall be filed with: (1) The
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chief executive officer of such municipality or audited agency or the
superintendent of such school district and, in the case of a town, city or
borough, with the clerk of such town, city or borough; and (2) the
Auditors of Public Accounts.

Sec. 10. Subsection (a) of section 7-394b of the general statutes is
repealed and the following is substituted in lieu thereof (Effective July
1, 2003):

(a) There is established a Municipal Finance Advisory Commission
which shall (1) review and submit any recommendations as may be
deemed appropriate with respect to any regulations concerning the
provisions of section 7-394a, submitted by the Secretary of the Office of

Policy and Management, or the State Board of Education for a regional

school district, for purposes of such review, and (2) work with any

municipality or regional school district referred to it pursuant to the

provisions of section 7-395, to improve the fiscal condition of such

municipality or regional school district. Upon receipt of the secretary's

report, or the State Board of Education's report in the case of a regional

school district, pursuant to said section 7-395, the commission shall, in

determining the level of financial distress of such municipality or

regional school district, review audits, budgets, accounting and fiscal

management practices and any other information relevant to the

municipality's or regional school district's fiscal condition. The

commission may require the chief executive officer of the municipality

or the regional board of education to (A) provide such information and

appear before the commission to discuss the financial condition of the

municipality or regional school district and the implementation of

remedial measures to improve its financial condition, and (B) submit a
written report to the commission on implementation of the

recommendations of the commission and other remedial measures. If a

chief executive officer of a municipality or regional board of education
fails to provide the information requested or submit the report within
thirty days of the request, the commission may assess a civil penalty of
not less than one thousand but not more than ten thousand dollars on

the municipality or regional board of education. If a chief executive
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officer of a municipality or regional board of education upon whom a

penalty has been imposed submits a request, the secretary may waive
all or a portion of such penalty if [he] the secretary determines that a
reasonable cause exists for not having provided the requested
information or report. The secretary may, as a condition of such
waiver, require compliance by a date set by the secretary. Reports
generated pursuant to this subsection concerning a regional school

district shall be filed with each member town's board of selectmen and

board of finance, if applicable.

Sec. 11. Subsection (a) of section 4-235 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective July
1, 2003):

(@) The secretary shall designate cognizant agencies for audits

conducted pursuant to sections 4-230 to 4-236, inclusive, except that, in

the case of a regional school district, the cognizant agency shall be the
State Board of Education.

Sec. 12. Section 7-396 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2003):

(a) The [regional board of education and] appointing authority of
any municipality or audited agency shall file with the Secretary of the
Office of Policy and Management the name of the independent
auditor, designated to audit the financial statements of the [regional
school district,] municipality, or audited agency, at least thirty days
before the end of the fiscal period of such [regional school district,]
municipality, or audited agency for which such audit is required. If
any such appointing authority fails to notify the secretary of such
designation before such thirty-day period, said secretary may appoint
any independent auditor to audit the accounts of such [regional school
district,] municipality or audited agency, and the cost and expense of
such audit shall be borne by such [regional school district,]

municipality or audited agency.

(b) The State Board of Education shall regularly solicit competitive
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proposals from qualified and licensed auditing firms to perform

annual audits for regional school districts and shall randomly assign

the firms to regional school districts. The audit firms shall be rotated at

least every three years among the regional school districts.

Sec. 13. Subsection (a) of section 4-232 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective July
1, 2003):

(a) (1) Each nonstate entity which is required to be audited pursuant
to sections 4-230 to 4-236, inclusive, shall designate an independent
auditor to conduct such audit. Not later than thirty days before the end
of the fiscal period for which the audit is required, the nonstate entity
shall file the name of such auditor with the cognizant agency. If a
nonstate entity fails to make such filing, the cognizant agency may

designate an independent auditor to conduct the audit.

(2) Notwithstanding the provisions of subdivision (1) of this

subsection, an auditor for a regional school district shall be selected

pursuant to subsection (b) of section 7-396, as amended by this act.

Sec. 14. Subsection (c) of section 7-392 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective July
1, 2003):

(c) In conjunction with each audit of its financial statements, each
town shall provide for the auditing of the financial statements of each
school district operating within its boundaries. In the case of a regional
school district, the regional board of education shall provide for such

an audit, in accordance with subsection (b) of section 7-396, as

amended by this act. Audits performed for regional school districts

pursuant to chapter 111 shall contain a written management letter, in

accordance with regulations adopted by the State Board of Education

in accordance with the provisions of chapter 54. Said board shall

determine when such a letter is necessary and define the items that

should be contained in the management letter which shall include, but

not be limited to, issues identified by the auditor during the course of
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621 the audit that do not rise to the level of a reportable condition, but

622 indicate deficiencies with internal controls, interfund transactions,

623  reserves or financial documentation.

This act shall take effect as follows:
Section 1 July 1, 2003
Sec. 2 July 1, 2003
Sec. 3 July 1, 2003
Sec. 4 July 1, 2003
Sec. 5 July 1, 2003
Sec. 6 July 1, 2003
Sec. 7 July 1, 2003
Sec. 8 July 1, 2003
Sec. 9 July 1, 2003
Sec. 10 July 1, 2003
Sec. 11 July 1, 2003
Sec. 12 July 1, 2003
Sec. 13 July 1, 2003
Sec. 14 July 1, 2003

Statement of Legislative Commissioners:
In section 14, changed language concerning guidelines to regulations
in conformance with the general statutes.

PRI Joint Favorable Subst.
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either House thereof for any purpose:

|
OFA Fiscal Note

State Impact:

Agency Affected Fund-Type FY04$ FY05$
Education, Dept. GF - Cost 75,000 75,000
Policy & Mgmt., Off. GF - None None None

Note: GF=General Fund

Municipal Impact:

Municipalities Effect FY04$ FYO05$
Various Municipalities Cost Potential Potential
Explanation

This bill results in a cost of $75,000 to the State Department of
Education (SDE). This cost is the result of being required to do
periodic quality reviews of selected regional school districts formerly
performed by the Office of Policy and Management (OPM). Currently
SDE does not have the staff to perform such reviews and would need

one additional position to fulfill the audit requirements.

The fringe benefit costs for state employees are budgeted centrally
in the Miscellaneous Accounts administered by the Comptroller. The
total fringe benefit reimbursement rate as a percentage of payroll is
40.21%, effective July 1, 2002. However, first year fringe benefit costs
for new positions do not include pension costs lowering the rate to
18.81% in FY 03. The state’s pension contribution is based upon the
prior year’s certification by the actuary for the State Employees

Retirement System.

Currently OPM is required to review audits filed under the
Municipal Auditing Act. Since there is only a minimal reduction in the

number of audits that OPM will no longer have to perform there is no
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anticipated savings within this agency

Municipalities that are members of regional school districts will
incur costs to hold public hearings on the proposed creation of a

regional finance board and hold a referendum.

The extent of the costs to municipalities to hold a referendum
depends on the population of the town, and whether the referendum is
submitted to electors at a regular election or at a special election. The
cost for a referendum at a regular election is minimal, relating to the
printing of referendum ballots and associated referendum signage. The
cost to conduct a referendum at a special election varies by town
population. Small towns, which most towns that are members of

regional school districts are, can hold a referendum for as little as
$1,000.

All other portions of the bill are technical and/or have no fiscal

impact.
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OLR Bill Analysis
sSB 1034

AN ACT CONCERNING REGIONAL SCHOOL DISTRICT
GOVERNANCE

SUMMARY:

This bill allows regional boards of education to create regional boards
of finance to oversee the regional school district budget process. It
specifies procedures for regional school district budget approval and
adoption, and allows for regional school district expenditures in the
absence of a budget. The bill makes regional boards of education
accountable for their expenditures and allows any regional board of
education to recommend studying the addition or withdrawal of
certain grades from the district. ~The bill also contains several
provisions regarding regional school district audits, including granting
the State Board of Education considerable oversight over the audit
process and results.

EFFECTIVE DATE: July 1, 2003
REGIONAL BOARD OF FINANCE
Petition Process

The bill allows a town that is a member of a regional school district, in
accordance with a vote of its legislative body, to petition the regional
board of education to hold a public district meeting about establishing
a regional board of finance to oversee the regional school district
budget process. The bill requires holding the meeting no more than 30
days after the petition is received, and everyone who wants to speak
about a possible regional board of finance to be heard. The bill gives
the school board up to 30 days after the meeting to set a date for
simultaneous referenda in all of the member towns, and it must
immediately notify each member town’s clerk of the date. The
referenda must be held within 45 to 75 days after the petition date.

The bill requires each town clerk, upon receiving notice of the
referenda, immediately to file with the secretary of the state a
statement setting forth (1) the question to appear on voting machine
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ballot labels at the referenda, (2) the date of the submitting action, and
(3) a reference to the law under which the action was taken. The bill
requires publishing a warning of the referenda, taking the vote, and
canvassing and declaring the vote results in the same manner as
provided for electing a town’s officers.

The bill prohibits member towns from petitioning their regional board

of education more than once per year to establish a regional finance
board.

Referenda

The bill requires taking the vote on a regional finance board by a “yes”
and “no” vote on the voting machine and the question on the voting
machine ballot label to read, “Shall a regional board of finance be
established on [specified date]?” The bill prohibits the establishment
date from being later than 10 days after the referenda date. A regional
board of finance must be established if a majority of the votes in each
member town is affirmative.

The bill requires each member town’s clerk to record a certificate of the
vote results in his office and to file a certified copy with the secretary
of the state’s office for recording there.

Regional Finance Board Empowerment and Abolition

The bill specifies that a newly created regional board of finance is
empowered with rights and powers, such as auditing and budgeting,
and charged with duties and obligations from the moment it is
established. The bill allows a regional school district’'s member towns
to abolish the finance board by a majority vote after it has existed for at
least two years.

Regional Finance Board Membership

Within 10 days after the vote creating the regional finance board, the
bill requires each member town’s board of finance or other fiscal
authority to appoint members to serve a two-year term on the regional
finance board. The bill specifies that members of the regional finance
board come from among the members of each town’s finance board or
other fiscal authority and their terms coincide with the members’ terms
on their respective local finance boards or other fiscal authorities. If a
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member’s term on the local board expires before the end of two years,
his term on the regional finance board will expire at the same time.
The bill requires each member town to appoint the same number of
members to the regional finance board as the district’s other member
towns. It requires each town’s members’ voting power to be weighted
in the proportion that each town’s population bears to the entire
district’s population and to be subject to reapportionment.

The bill dictates a regional finance board’s membership structure: (1)
for a regional school district with two member towns, the board has six
members, three from each town, and one from each town must be from
the minority party; (2) for a regional school district with three member
towns, the board is composed of nine members, three from each town,
and one from each town from the minority party; (3) for a regional
school district with four member towns, the board is made up of 12
members, three from each town, and one from each town must be from
the minority party; and (4) for a regional school district with six
member towns, the board consists of 12 members, two from each town,
and one from each town from the minority party.

The bill clarifies that a person will be considered a member of the
political party on whose enrollment list his name appears on the date
he is appointed to the regional finance board. For a person who has
applied to have his name erased or transferred from an enrollment list,
the bill specifies that he continues to be considered a member of the
party from whose list he wants erasure or transfer for three months
from the date of application.

Vacancies and Alternates

If there is a vacancy on the regional finance board, unless a charter
provision or special act provides otherwise, the bill requires the
original appointing authority to appoint a successor for the remaining
portion of the term. The bill gives member towns the power to
provide by ordinance to appoint up to three alternate members to the
regional board of finance, subject to the political party requirement.
These members must be electors and members of the town, and when
seated have all the powers and duties conferred on regular board
members. If a regular member of the board is absent or is disqualified,
the bill directs that member to designate an alternate to act for him. If
he fails or refuses to designate an alternate, the bill authorizes the
majority of the regular members of the local finance board or other
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fiscal authority not absent or disqualified to designate an alternate.
Board Meetings

The bill requires that regional finance board members swear to
faithfully perform their duties. It prohibits them from receiving
compensation for their service on the board, but requires the member
towns to pay the board’s necessary expenses, if approved. The bill
requires the regional finance board to choose one of its members to be
the board’s chairperson and to choose a clerk. If the officers are not
chosen within a month after the board’s appointment because there is
a tie, the bill requires the member towns’ boards of selectmen or chief
executive officers to choose the officers from the board’s membership.
The bill specifies that two-thirds of the board’s members will constitute
a quorum, and the concurring votes of one-half of the board’s
members is necessary for business to be transacted.

The bill allows the board to hold regular and special meetings at any
time, as needed, as long as it gives at least 24 hours’ notice to each
member before the meeting. The board’s clerk must prepare and file
with each member town’s clerk a copy of every meeting’s minutes and
records within two weeks after the meeting.

REGIONAL SCHOOL DISTRICT BUDGET
Expenditures Without a Budget

The bill creates a new provision for regional school district
expenditures in the absence of a budget. When a regional school
district’s budget is not approved by a majority of voters in the member
towns before the beginning of the fiscal year, the bill directs the
disbursing officer for each member town to make expenditures to the
district in an amount equal to or greater than the town’s appropriation
to the district for the previous fiscal year until the budget is approved.

Regional School District Budget Approval and Adoption

The bill creates a budget approval process for regional school districts
with regional finance boards that is largely the same as the existing
regional school district procedure. For districts with a regional finance
board, the bill requires that board to hold a public district meeting at
least two weeks before the regional school board’s annual meeting. At
the regional finance board’s meeting, itemized estimates of the
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regional board of education’s expenditures for the coming fiscal year
must be presented, and any person who wants to speak about an
appropriation he wants the finance board to accept or reject must be
heard. After the public hearing, the bill requires the finance board to
hold a public meeting to consider the estimates presented and any
other matters brought to its attention (it is unclear if this hearing is part
of, or separate from, the meeting referenced above). The bill also
requires the finance board to publish a report of the proposed budget
for the next fiscal year in a newspaper in the district's member towns,
if one exists, or else in a newspaper with substantial circulation in
those towns. The bill requires the regional finance board to make
copies of the budget available upon request and deliver a reasonable
number to each member town’s clerk at least five days before the
annual meeting.

At the annual meeting, to be held on the first Monday or Tuesday in
May, the bill requires the regional finance board to present an
aggregate budget that includes a statement of (1) estimated receipts
and expenditures for the next fiscal year, (2) estimated receipts and
expenditures for the current fiscal year, (3) estimated surplus or deficit
in operating funds at the end of the current fiscal year, (4) bonded or
other debt, (5) estimated per-pupil expenditures for the current and
next fiscal year, and (6) other information the board considers
necessary. People present and eligible to vote can accept or reject the
proposed budget. The bill prohibits people who are eligible to vote in
more than one town in the regional school district from casting more
than one vote on any issue considered at a regional school district
meeting or referendum. Anyone who violates this provision by
fraudulently casting more than one vote or ballot per issue will be
fined between $300 and $500, imprisoned for one to two years, and
disenfranchised.

The bill allows the regional board of finance, in the meeting call, to
designate that the vote on the motion to adopt the budget be by paper
ballots at the district meeting on the budget or by a “yes” or “no” vote
on the voting machines in each member town on the day after the
district meeting. If submitted to a vote by voting machine, the bill
allows questions to be included on the ballot for people voting “no” to
indicate whether the budget is too high or too low, but specifies that
the vote on those questions is advisory only and not binding on the
board. The bill permits 200 or more people qualified to vote in a
regional district meeting called to adopt a budget to petition the
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regional board of finance, in writing, at least three days before the
meeting, to request that the items on the call of the meeting be
submitted to the qualified voters for a vote by paper ballot or on each
town’s voting machines on the day after the meeting. If a majority of
the people voting reject the budget, the regional board of finance must,
within four weeks and with at least one week’s notice, call a meeting to
consider the same or an amended budget. The bill requires convening
meetings at these intervals until a budget is approved.

If the budget is not approved before the fiscal year begins, the bill
requires member towns to make expenditures to the district in an
amount equal to or greater than the town’s appropriation to the district
for the previous fiscal year until the budget is approved. After the
budget is approved, the regional board of finance must estimate the
share of net expenses each member town must pay and notify the
treasurer of the estimate. The bill allows the board to use the adoption
procedure at any time to adopt a budget for the period between its
organization and the beginning of its first full fiscal year of operation.
If the regional finance board needs to submit a supplementary budget,
the bill requires it to use the general budget adoption procedure. The
bill specifies that the budget approval and adoption process does not
allow a regional finance board to make line-item changes to the
budget.

The bill prohibits a regional board of education from spending more
than .25% over the district’'s budget unless a majority of the voters in
the member towns approve the expenditure.

REGIONAL BOARD OF EDUCATION EXPENDITURES

The bill requires regional boards of education to prepare itemized cost
estimates for public schools for the coming year and submit them to
the regional board of finance, if one exists, no later than two months
before the finance board’s annual meeting. It specifies that the money
any member town appropriates for public schools must be expended
by the regional board of education, in its discretion. The bill allows a
regional board of education to transfer any unexpended or
uncontracted-for portion of an appropriation for school purposes to
any other item on the itemized estimate, as long as at the time of the
transfer it reports, as part of the public record, a detailed written
statement for each transfer, including (1) the reason for the transfer; (2)
the line item account and dollar amount the funds are being
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transferred from and to; (3) the funds’ intended use, if the transfer is
approved; and (4) the fiscal impact on the line item account from
which funds are being transferred. The bill also permits regional
boards of education to adopt policies and procedures authorizing
designated personnel to make limited transfers under emergency
circumstances if the urgent need for the transfer prevents the regional
board of education from meeting in a timely fashion to consider it. All
transfers in these instances must be announced at the regional board of
education’s next regularly scheduled meeting.

The bill prohibits regional boards of education from spending more
than the appropriation their member towns make and money they
receive from other sources, unless a majority of the voters in the
member towns approve the expenditure. The bill requires regional
boards of education to include in their annual report a summary
showing (1) the total cost of schools; (2) the amount received from the
state and other sources; (3) the net cost to the municipality (it appears
this should be “to the regional school district”); and (4) the reason for
any transfer of funds, including identifying the line item account and
dollar amount that funds are being transferred to and from, the
identified use of the funds if the transfer is approved, and the fiscal
impact on the line item account from which funds are being
transferred. At the end of each fiscal year, the bill directs regional
boards of education to summarize the number and types of fiscal
transfers made, the aggregate amount transferred to and from each
account, and the transfers” impact.

The bill requires each regional board of education’s secretary to keep a
record of the board’s proceedings in a book that the secretary provides,
at the member towns’ expense, and submit to the member towns at
their annual meetings a report of the regional board of education’s
actions. The bill also requires printing the secretary’s and the school
superintendent’s reports with the member towns” officers” reports. It
further directs the school superintendent to report to the education
commissioner any regional school district returns and statistics that the
commissioner requests.

REGIONAL BOARD OF EDUCATION TREASURER’S DUTY

The bill requires regional board of education treasurers to verify by
oath all reports or returns concerning regional school board finances or
the receipt or disbursement of public funds that they make regularly in
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the course of their official duties to any body, meeting, or committee
acting in a public capacity. If a person verifies a return or report under
oath but knows it is false in fact, or intentionally suppresses or
conceals the truth, the bill makes him subject to the penalty for false
statement.

ADDITION OR WITHDRAWAL OF GRADES

Current law allows regional boards of education in school districts that
do not include all elementary and secondary school grades to
recommend a study of the advisability of adding to or withdrawing
grades from the district or, upon the request of two or more member
towns’” boards of education, recommend such a study to the chairmen
of the affected member towns’ boards of education and boards of
finance. The bill removes the restriction that this provision apply only
to districts that do not include all elementary and secondary school
grades, and allows any regional board of education to recommend
such a study.

AUDITS

The bill requires the State Board of Education (SBE) periodically to
perform quality reviews of selected regional school district audits. It
requires these reviews to include (1) an examination of the audit firm’s
quality control system for its auditing practice to determine whether
the system was designed in accordance with statutory standards and
(2) whether the firm complied with its quality control policies and
procedures.

Current law requires the secretary of the Office of Policy and
Management (OPM) to review the audits filed with him under the
Municipal Auditing Act. The bill requires SBE, instead of the OPM
secretary, to review the audits filed by regional school districts.
Current law also requires the Municipal Finance Advisory
Commission to (1) review and submit recommendations regarding
auditing regulations that the OPM secretary submits to it and (2) work
with municipalities that the OPM secretary refers to it to improve their
tiscal condition. The bill applies the same provisions to regional school
districts, so that the Municipal Finance Advisory Commission must
also (1) review and submit recommendations regarding auditing
regulations that SBE submits to it for regional school districts, and (2)
work with regional school districts that SBE refers to it to improve
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their fiscal condition.

The bill subjects regional school districts and regional boards of
education to additional Municipal Finance Advisory Commission
provisions already applicable to municipalities. If the commission
requires a regional board of education to submit a report concerning a
regional school district, the bill requires filing the report with each
member town’s board of selectmen and board of finance, if applicable.

Current law directs the OPM secretary to designate cognizant agencies
for single audits and program-specific audits for state financial
assistance recipients. The bill makes SBE the cognizant agency for a
regional school district. Current law requires a regional board of
education and appointing authority of any municipality or audited
agency to file with the OPM secretary the name of the independent
auditor who will audit their financial statements at least 30 days before
the end of the district, municipality, or agency’s fiscal period for which
the audit is required. The bill eliminates this provision’s application to
regional school districts, and instead creates a new provision requiring
SBE (1) regularly to solicit competitive proposals from qualified and
licensed auditing firms to perform annual audits for regional school
districts and (2) randomly assign firms to the districts. It also requires
the audit firms to rotate at least every three years among the regional
school districts.

The bill requires audits performed for regional school districts under
the Municipal Auditing Act to contain a written management letter in
accordance with SBE regulations. It authorizes SBE to determine when
a management letter is necessary, and define the items to be contained
in it, which the bill states must include issues the auditor identifies
during the course of the audit that do not rise to the level of a
reportable condition but indicate deficiencies with internal controls,
interfund transactions, reserves, or financial documentation.

COMMITTEE ACTION
Program Review and Investigations Committee

Joint Favorable Substitute
Yea 11 Nay 0
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